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Local authority procurement:  An opportunity for small businesses
FSB Policy Paper
Introduction 

In the 2008 Budget the Government asked Anne Glover to lead a committee to examine what it could do to make it easier for Small and Medium Sized Enterprises (SMEs) to supply to the public sector. Small businesses struggle to win public sector contracts; recent research
  indicated that nearly three quarters of SMEs: 

· Rarely or never bid for government work

· Believed that there were barriers to awareness of government opportunities

· Felt that the public sector was more difficult to deliver work to than the private sector due to a greater amount of formality, a lack of responsiveness and unrealistic timescales

The Government has accepted all 12 recommendations of the Glover Review
 and is now implementing them. The FSB is the only business organisation working closely with Government on the Implementation Programme Board.

This policy paper is for FSB members with an interest in local government procurement, where given the opportunity, small businesses can deliver innovative and reliable locally based services that generate significant income for the local economy and provide value for money. It indicates how local government and small businesses can together implement, to mutual benefit, the recommendations of the Glover Review.

Glover Review

The Glover Review estimated that at over £175 billion per annum, procurement represented approximately 13 per cent of UK Gross Domestic Product. The Review confirmed the benefits from using small enterprises, found much good practice in both local and central government, but also found that small firms still faced substantial hurdles to compete on an equal footing with larger enterprises. 

The Review’s recommendations have a fourfold focus: transparency, simplicity, strategic procurement and measurement. The Review recommended: 

· A single, free, easy to search online portal for all opportunities above £20,000

· Government documentation be kept as brief as possible and use plain English

· Tendering opportunities thought especially suitable for SMEs or a consortium of SMEs be flagged by the procurer during the advertising process

· There should be a standardised pre-qualification questionnaire (PQQs) so that businesses did not need to repeatedly submit the same core information

· Procurers should treat all previous relevant experience equally, not just ask for public sector experience 

· Procurers to take a more, outcomes based approach, to encourage innovative solutions, which small enterprises are particularly good at

· Departments should provide advanced notice of long-term procurement plans to encourage small businesses to tender for work

· Prime contractors to use the same terms and conditions with their sub contractors, including promptness of payment

Working together to implement Glover

Small businesses still face significant barriers when supplying local authorities with a service and are often discouraged by a lack of transparency in the procurement process. In addition many small businesses are reluctant to tender for local government work because of previous negative experiences. 

Small businesses report that the selection criteria on which tenders are decided, as well as their evaluation scoring, are not always clear, and this inevitably puts them at a competitive disadvantage. Larger firms have teams of experienced bid writers who pitch for tenders, but small firms who may have the expertise and ideas to deliver the best service lose out as they do not have this in-house facility. 

Small businesses are further discouraged from regularly tendering for public sector work as constructive feedback on why they were unsuccessful in winning a contract is limited. In order to succeed in securing any future contracts, small businesses need to fully understand the strengths and weaknesses of their tender and just how their competitors secured their advantage. 

In order for local authorities to implement the recommendations from the Glover Review as successfully as possible the FSB is calling on the public sector to collect more robust data on the organisations they award their contracts to, including information on the size and scale of the successful organisation or the aggregate data in the case of small business consortia, and in what 
way they were innovative and cost-effective. They should also take every opportunity to encourage the prime contractors to do the same.

There also needs to be a robust process for encouraging SME consortia and evaluating the aggregate strengths of a consortium, since a logical response to larger contracts is for small businesses to work together in a formal way to deliver them.

Small businesses have much to offer local authorities as often they will deliver a cheaper, better quality and more innovative service. The FSB calls on all local authorities to fully implement the Glover Recommendations to help small businesses succeed in winning local authority work.  

FSB key asks

1.
Achieve a ten per cent, year on year increase, on the value of contracts awarded to small businesses

2.
Implement clear policies for local buying due to environmental, economic or social criteria, that are also of benefit to local communities 

3.
Hold more “open days” to brief businesses on future procurement opportunities. These will also give small businesses the opportunity to form consortia to work together and engage with larger companies to be part of their supply chain

4.
Provide detailed, specific and timely feedback to all short-listed businesses that tender on each occasion

5.
Framework agreements must, wherever possible, be divided into smaller lots to make them really accessible to small businesses

� Evaluating SME experiences of Government procurement, 2008. The study was carried out by Fresh Minds Research for the Scorecard Working Party. The Scorecard working party is made up of the British Venture Capital Association (BVCA), the FSB and the Confederation of British Industry (CBI).


� Accelerating the SME economic engine: through transparent, simple and strategic procurement http://webarchive.nationalarchives.gov.uk/+/http://www.hm-treasury.gov.uk/d/pbr08_economicengine_2390.pdf 
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